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HOUSE BI LL 1716

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Cody, Canpbell, Schual-Berke, Moeller, Edwards and
Mor r el

Read first tine 02/05/2003. Referred to Commttee on Health Care.

AN ACT Relating to insurance loss ratios; and anending RCW
48. 20. 025, 48.44.017, and 48. 46. 062.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW48.20.025 and 2001 ¢ 196 s 1 are each anended to read
as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Clainms" neans the cost to the insurer of health care services,
as defined in RCW 48.43.005, provided to a policyholder or paid to or
on behalf of the policyholder in accordance with the terns of a health
benefit plan, as defined in RCW 48. 43. 005. This includes capitation
paynments or other sim/lar paynents made to providers for the purpose of
paying for health care services for a policyhol der

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clainms reserves whether for
a specific liability purpose or not.
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(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnments |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ai ms reserves.

(e) "Loss ratio" nmeans incurred clainms expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) An insurer shall file((—for—informational—purpoeses—only)) a
notice of its schedule of rates for its individual health benefit plans
with the comm ssioner prior to use.

(3) An insurer shall file with the notice required under subsection
(2) of this section supporting docunentation of its nethod of
determ ning the rates charged. The comm ssioner may request only the
foll ow ng supporting docunentati on:

(a) A description of the insurer's rate-nmaking nethodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
i nsurer's projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
a loss ratio that neets or exceeds the loss ratio standard established
in subsection (7) of this section.

(4) The comm ssioner may ((#et)) di sapprove or otherw se ((+rpede))
review the inplenentation of the filed rates if the comm ssioner finds
that the rates are not adequately justified or that the rates fail to
neet the requirenents of RCW 48. 20. 028.

(5 By the last day of My each year any insurer 1issuing or
renewi ng individual health benefit plans in this state during the
precedi ng cal endar year shall file for review by the comm ssioner
supporting docunentation of its actual loss ratio for its individua
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health benefit plans offered or renewed in the state in aggregate for
the precedi ng cal endar year. The filing shall include aggregate earned
prem uns, aggregate incurred clains, and a certification by a nmenber of
the Anerican acadeny of actuaries, or other person approved by the
conmi ssioner, that the actual |oss ratio has been calculated in
accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the comm ssioner, the filing shall be
deened approved unless prior thereto the conm ssioner contests the
cal cul ation of the actual loss ratio.

(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the insurer.

(c) Any dispute regarding the calculation of the actual loss ratio
shal |, upon witten demand of either the comm ssioner or the insurer,
be submtted to hearing under chapters 48.04 and 34. 05 RCW

(6) If the actual loss ratio for the preceding calendar year is
| ess than the | oss ratio established in subsection (7) of this section,
a remttance is due and the follow ng shall apply:

(a) The insurer shall calculate a percentage of premum to be
remtted to the Washington state health insurance pool by subtracting
the actual loss ratio for the preceding year from the loss ratio
established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
premum earned from each enrollee in the previous calendar year.
Interest shall be added to the remttance due at a five percent annual
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance is nade.

(c) Al remttances shall be aggregated and such anobunts shall be
remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remttance required to be issued under this section shal
be issued wthin thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (5)(c) of this section.

(7) The loss ratio applicable to this section shall be ((seventy—
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foeur)) seventy-seven percent mnus the premumtax rate applicable to
the insurer's individual health benefit plans under RCW 48. 14. 0201.

Sec. 2. RCW48.44.017 and 2001 ¢ 196 s 11 are each anended to read
as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" nmeans the cost to the health care service contractor
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terns of a health benefit plan, as defined in RCW
48. 43.005. This includes capitation paynents or other simlar paynents
made to providers for the purpose of paying for health care services
for an enroll ee.

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clainms reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(e) "Loss ratio" nmeans incurred clainms expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (1) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.
(2) A health care service contractor shall file((—Fer

Hafermrational—purpoeses—oenty)) a notice of its schedule of rates for

its individual contracts with the comm ssioner prior to use.

(3) A health care service contractor shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its method of determning the rates charged. The comm ssioner nay
request only the follow ng supporting docunentation:
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(a) A description of the health care service contractor's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncl udes the experience data, assunptions, and justifications of the
health care service contractor's projection

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
a loss ratio that neets or exceeds the loss ratio standard established
in subsection (7) of this section.

(4) The comm ssioner may ((#net)) di sapprove or otherw se ((+rpede))
review the inplenentation of the filed rates if the comm ssioner finds
that the rates are not adequately justified or that the rates fail to
neet the requirenents of RCW 48. 44. 022.

(5 By the last day of My each year any health care service
contractor issuing or renew ng individual health benefit plans in this
state during the preceding cal endar year shall file for review by the
comm ssi oner supporting docunentation of its actual loss ratio for its
i ndi vidual health benefit plans offered or renewed in this state in
aggregate for the preceding calendar year. The filing shall include
aggregate earned prem uns, aggregate incurred clains, and a
certification by a nenber of the Anmerican acadeny of actuaries, or
ot her person approved by the comm ssioner, that the actual loss ratio
has been cal cul ated in accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the conm ssioner, the filing shall be
deenmed approved unless prior thereto the conm ssioner contests the
cal cul ation of the actual loss ratio.

(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the health care service contractor.

(c) Any dispute regarding the calculation of the actual loss ratio
shall upon witten demand of either the conm ssioner or the health care
service contractor be submtted to hearing under chapters 48.04 and
34. 05 RCW
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(6) If the actual loss ratio for the preceding calendar year is
|l ess than the | oss ratio standard established in subsection (7) of this
section, a remttance is due and the follow ng shall apply:

(a) The health care service contractor shall cal cul ate a percentage
of premumto be remtted to the Washi ngton state health i nsurance pool
by subtracting the actual loss ratio for the preceding year fromthe
| oss ratio established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
prem um earned from each enrollee in the previous calendar year.
Interest shall be added to the remttance due at a five percent annual
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance is nade.

(c) Al remttances shall be aggregated and such anpbunts shall be
remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remttance required to be issued under this section shal
be issued wthin thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (5)(c) of this section.

(7) The loss ratio applicable to this section shall be ((sevenrty—
foeur)) seventy-seven percent mnus the premumtax rate applicable to
the health care service contractor's individual health benefit plans
under RCW 48. 14. 0201.

Sec. 3. RCW48.46.062 and 2001 ¢ 196 s 12 are each anended to read
as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" neans the cost to the health mai ntenance organi zati on
of health care services, as defined in RCW 48.43.005, provided to an
enrollee or paid to or on behalf of the enrollee in accordance with the
terms of a health benefit plan, as defined in RCW 48. 43. 005. Thi s
includes capitation paynents or other simlar paynents nade to
providers for the purpose of paying for health care services for an
enrol | ee.

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
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have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clainms reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnments |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ainms reserves.

(e) "Loss ratio" nmeans incurred clainms expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (1) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.
(2) A health maintenance organization shall file((—HFer

Hafermational—purpoeses—oenty)) a notice of its schedule of rates for

its individual agreenents with the conm ssioner prior to use.

(3) A health maintenance organization shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its nmethod of determning the rates charged. The comm ssioner nay
request only the follow ng supporting docunentation:

(a) A description of the health maintenance organi zation's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncludes the experience data, assunptions, and justifications of the
heal t h mai nt enance organi zation's projection,;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
a loss ratio that neets or exceeds the loss ratio standard established
in subsection (7) of this section.

(4) The comm ssioner may ((#et)) di sapprove or otherw se ((+rpede))
review the inplenentation of the filed rates if the comm ssioner finds
that the rates are not adequately justified or that the rates fail to
neet the requirenents of RCW 48. 46. 064.
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(5 By the last day of My each year any health naintenance
organi zation issuing or renewing individual health benefit plans in
this state during the preceding cal endar year shall file for review by
t he comm ssi oner supporting docunentation of its actual |loss ratio for
its individual health benefit plans offered or renewed in the state in
aggregate for the preceding cal endar vyear. The filing shall include
aggregate earned prem uns, aggregate incurred clains, and a
certification by a nenber of the Anmerican acadeny of actuaries, or
ot her person approved by the conmm ssioner, that the actual loss ratio
has been cal cul ated in accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the conm ssioner, the filing shall be
deened approved unless prior thereto the conm ssioner contests the
cal cul ation of the actual loss ratio.

(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the health mai nt enance organi zati on.

(c) Any dispute regarding the calculation of the actual loss ratio
shall, upon witten demand of either the comm ssioner or the health
mai nt enance organi zation, be submtted to hearing under chapters 48.04
and 34. 05 RCW

(6) If the actual loss ratio for the preceding calendar year is
|l ess than the |l oss ratio standard established in subsection (7) of this
section, a remttance is due and the follow ng shall apply:

(a) The health nmaintenance organization shall calculate a
percentage of premum to be remtted to the WAshington state health
i nsurance pool by subtracting the actual loss ratio for the preceding
year fromthe loss ratio established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
premum earned from each enrollee in the previous calendar year.
Interest shall be added to the remttance due at a five percent annua
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance i s nade.

(c) Al remttances shall be aggregated and such anpbunts shall be
remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.
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(d) Any remttance required to be issued under this section shall
be issued wthin thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm ni strative | aw judge under subsection (5)(c) of this section.

(7) The loss ratio applicable to this section shall be ((sevenrty—
foeur)) seventy-seven percent mnus the premumtax rate applicable to
the heal th mai ntenance organi zation's individual health benefit plans
under RCW 48. 14. 0201.

~-- END ---

p. 9 HB 1716



	Section 1.
	Section 2.
	Section 3.

